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SOUTH FLORIDA’S ACCESS TO AFFORDABLE
PRESCRIPTION DRUGS: COSTS AND BENE-
FITS OF ALTERNATIVE SOLUTIONS

MONDAY, MARCH 10, 2003

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS,
Aventura, FL.

The subcommittee met, pursuant to notice, at 10 a.m., in the city
of Aventura, Florida’s Commission Chambers, Second floor, 19200
Country Club Drive, Aventura, Florida, Hon. James C. Greenwood
(chairman) presiding.

Members present: Representatives Greenwood and Deutsch.

Also present: Representative Engel.

Staff present: Ray Shepherd, majority counsel; Jill Latham, legis-
lative clerk; and Chris Knauer, minority investigator.

Mr. GREENWOOD. This hearing of the U.S. House of Representa-
tives Committee on Energy and Commerce, the Subcommittee on
Oversight and Investigations hearing will come to order.

Good morning, we welcome all of you, and thank you for joining
us. Before we begin, I would like to ask that those of you who have
cellular telephones if you would be so kind as to turn them off or
put them on the vibrate setting so we are not interrupted. I would
appreciate that. Thank you.

Also like to thank my friend and colleague, Peter Deutsch, for in-
viting the subcommittee to his district to discuss the important and
timely issue of drug prices and the efficacy and safety of some of
the alternative methods by which our constituents are currently
purchasing drugs.

Last August, the Associated Press reported that a man who rode
a U.S. Senate candidate’s prescription express, Rx Express, to Can-
ada to buy prescription drugs became sick after ingesting some of
the medication he bought while in Canada. Stanley Campa, age 83,
of St. Cloud, Minnesota, was rushed to the hospital and almost
died when his heart slowed and he passed out after taking
Cardizem, a blood pressure medication. According to his doctor, Mr.
Campa took the correct drug but in the wrong formulation. Mr.
Campa did not receive the correct time release capsule that he usu-
ally takes in Minnesota and instead took the pill in tablet form
that acts more quickly than the time release capsule. This inad-
vertent mix-up almost caused his heart to stop.

This incident illustrates two problems. First, the skyrocketing
prices of medication and increasingly out of the reach for too many
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of our seniors and nearly all those on fixed incomes. Some of the
seniors here with us today will testify that they often forego other
essentials in order to purchase their necessary medications. In a
country as wealthy as ours, we must do better to ensure full access
to and the affordability of pharmaceuticals.

I look forward not only to hearing their testimony but also expect
that the witnesses on panel three will be able to provide them with
instructive information on how to purchase some of their medica-
tions at greatly reduced prices or even receive their medications for
free.

Second, the incident I referred to illustrates that drugs procured
outside the United States can be dangerous for numerous reasons.
FDA acknowledges that it cannot monitor or guarantee the safety
and effectiveness of drugs purchased outside the closed U.S. dis-
tribution system. FDA has warned the public that drugs purchased
from foreign countries could be counterfeit. Cheap foreign imita-
tions of FDA-approved drugs that could be sub-potent or super-po-
tent, expired drugs, contaminated drugs or drugs stored under un-
safe condition.

After this subcommittee’s June 2001 hearing that highlighted the
clear and present danger that these drugs posed to the American
people, FDA proposed to the Department of Health and Human
Services that it allow FDA and Customs to deny entry of all these
illegal drugs into the U.S. and return them to sender. To date, Sec-
retary Thompson has not acted on the proposal. I look forward to
hearing what actions the FDA has taken to protect our constituents
from the dangers of purchasing drugs over the Internet.

Our third panel will discuss how legitimate drugs purchased over
the Internet and used without the supervision of a doctor or phar-
macist can be just as deadly as counterfeits. In this subcommittee’s
June 2001 hearing, we heard testimony from Reverend and Mrs.
Rode of Illinois who painfully described how their son accidentally
overdosed on a mixture of drugs he purchased over the Internet.
The drugs turned out to be legitimate and prescribed by a doctor,
but their son died as a result of incorrectly mixing a combination
of these drugs. This unfortunate incident shows that when drugs
are purchased over the Internet, patient care can easily be com-
promised because there is no interaction with a physician or dis-
pensing pharmacist who are aware of the patient’s history and can
prevent deadly drug interactions.

In addition to discussing potential safety problems resulting from
purchasing cross-border drugs over the Internet, our third panel
will also discuss programs by which individuals can receive free or
low-cost medications. Hopefully, we can highlight some of these
plans and assist the seniors here today to safely purchase these
medications while substantially saving money.

I would like to welcome our witnesses here this morning. On
panel one, we have private citizens Ms. Resi Coplan. Am I pro-
nouncing that right?

Ms. CopPLAN. Resi Coplan.

Mr. GREENWOOD. Resi. Ms. Resi Coplan. Mr. Gene Sweed and
the State Director of the American Association of Retired Persons,
Mr. Bentley Lipscomb.
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On panel two, we will hear from Mr. John Taylor, the Associate
Commissioner of Regulatory Affairs for the Food and Drug Admin-
istration and Mr. John Taylor, drug inspector for the Bureau of
Statewide Pharmaceutical Services of the Florida Department of
Health. Yes, you heard me correctly. By a strange coincidence,
there are two John Taylors with us this morning. I apologize in ad-
vance for the inevitable confusion.

On panel three, we have Dr. Elliott Hahn, chairman and presi-
dent of Andrx Corporation, Mr. Michael Jackson, executive vice
president of the Florida Pharmacy Association, Mr. Carlos A. Ruiz,
pharmacy director for Navarro Discount Pharmacy and Mr. Robert
N. McEwan, CEO of MEDBANK of Maryland, Incorporated.

And with that, I would yield to our host, the gentleman from
Florida, the ranking member of this subcommittee, Mr. Deutsch.

Mr. DEuTSCH. Thank you, Mr. Chairman, and, again, I thank
you very much for having this hearing in south Florida but also for
the fact of having this hearing. And I just mentioned in this setting
that in terms of any substantive committee or subcommittee in
Congress, I think the two of us have worked as well as any mem-
bers, and I think both of us are absolutely committed to finding a
solution to what we acknowledge and I think what Americans ac-
knowledge is probably as significant a policy concern as any domes-
tic policy concern that America faces today, and that is the esca-
lating cost and the high cost and access of prescription drugs for
seniors. And I think today we will hear testimony that we have
heard, in a sense, before but not in this type of setting with spe-
cifics. And, honestly, one of the things, it almost has not gotten
through to all of our colleagues who might not serve on committees,
who might not be concentrating in terms of senior populations, but
as severe as the problem is on a day-to-day basis for so many peo-
ple but also what that has led to.

And I think one of the things we will hear testimony about today
is this phenomenon of purchase through the Internet. As this com-
mittee has investigated, and hopefully we will gain some insight
today, we are trying to get our arms around the extent of it. When
we met with the FDA in Washington, the estimates that they gave
us that there were 10 million individual purchases of prescription
drugs through the Internet in the last year. But they really have
no idea if that is an accurate number or not. It could be 30 million,
it could be 40 million, it could be even more. And the reality is that
people are availing themselves of that I think in many cases be-
cause they have no choice. And that is the only option that they
Eee for themselves in terms of their own health care on a personal

asis.

And as the chairman pointed out, we have some real concerns be-
cause there is anecdotal information, as he has mentioned, but
there is no FDA direct regulatory authority. So when people are
purchasing, and this is millions of people, there is clearly a ques-
tion about what they are purchasing. And in a sense, people are
making a choice but not a real choice in that activity.

Let me just briefly introduce some of the elected officials who are
here today. I thank the city of Aventura for their hospitality for
both letting us use the chamber but also for providing my district
office as well, the mayor, Jeff Perlow, the commissioner, Harry
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Housberg, and the newly elected commissioner, Zev Auerbach.
Mayor Sampson from Sunny Isles Beach is here and also the vice-
mayor, Norman Edecup and the commissioner from Broward Coun-
ty 1firom the south end of the county, Sue Gunzberger, is here as
well.

I can go through a lot of introduction in terms of just the status
of the Foreign Drug Act and the FDA 90-day supply policy, but I
think I would more anxiously wait for the testimony of the wit-
nesses and be responsive to some of their comments and questions.
Thank you, Mr. Chairman.

Mr. GREENWOOD. Thank the gentleman. And that brings us to
our first panel, which I have already introduced. We welcome you
again and thank you for being with us this morning. This is an in-
vestigative hearing of the Oversight and Investigations Sub-
committee, and when we hold our hearings it is our practice to take
testimony under oath. So I would ask if any of you have any objec-
tions to giving your testimony under oath? Okay. You also have the
right to be represented by counsel. Sometimes people who come be-
fore us are in trouble and need counsel. You probably don’t, but do
any of you wish to be represented by counsel? Okay. In that case,
I am going to ask if you would stand and raise your right hand?

Mr. LipscoMB. I can’t stand.

Mr. GREENWOOD. Okay. Well, you can just raise your right hand.
Do you swear that the testimony you are about to give is the truth,
the whole truth and nothing but the truth?

[Witnesses sworn.]

Mr. GREENWOOD. Okay. You are under oath, and I guess maybe
we will have Mr. Lipscomb go first.

TESTIMONY OF BENTLEY LIPSCOMB, STATE DIRECTOR, AARP;
RESI COPLAN; AND GENE SWEED

Mr. LipscoMB. Thank you, Mr. Chairman, Congressman Deutsch.
I am Bentley Lipscomb, Florida State Director of AARP. I want to
thank you, the committee, for your interest in the issue of the high
cost of prescription drugs and the difficulties that this poses for
older Americans and in particularly older Floridians. AARP appre-
ciates the opportunity to share our perspective on the need to cre-
ate a Medicare prescription drug benefit for all beneficiaries this
year.

For over 30 years, Medicare has provided older and disabled
beneficiaries with dependable, affordable, quality health insurance.
Florida, for example, has one of the largest beneficiary populations
in the Nation. The county where we are having this hearing today
has more aging population in it than 19 States. If you take the
county immediately to the north and the one immediately to the
north of it, the three-county strip from Palm Beach through Dade
County, taken together has more aging population than 38 States.
You are, in a word, in the most elder-rich section of the United
States holding your hearing today.

Throughout my career in the aging community, I have seen first
hand how Medicare has made a difference in the lives of older
Americans. Medicare has been instrumental in improving the
health and life expectancy of beneficiaries in Florida and across our
great Nation. Medicare’s promise of affordable health care must ex-
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tend beyond the current generation of retirees. Now, more than
ever, Americans of all ages are looking to Medicare’s guaranteed
protections as a part of the foundation of their retirement planning.
But there is a serious gap in that protection—the absence of a reli-
able prescription drug coverage.

The practice of medicine has changed dramatically since the
Medicare program was created in the sixties. Drug therapies that
were not available when Medicare began are now commonly used
to prevent and treat virtually every major illness. In many cases,
new drugs substitute for or allow patients to avoid more expensive
therapies such as hospitalization and surgery. In other cases, drugs
facilitate treatment or provide treatment where none existed be-
fore, improving the quality and length of life for the patient. As a
result, prudent reliance on prescription drugs now goes to the very
core of good medical practice.

Given the prominence of drug therapies in the practice of medi-
cine, if Medicare were being designed today, rather than in 1965,
not including a prescription drug benefit would be as absurd as not
covering doctor visits or hospital stays. That is why ensuring that
all beneficiaries have a meaningful, affordable prescription drug
program is AARP’s top legislative priority. Our members and their
families need access to a drug benefit that is affordable, available,
dependable, and they need it to happen this year.

AARP is particularly pleased that this subcommittee is exam-
ining the issue of the high cost of prescription drugs and the risk
of obtaining those drugs outside the United States. And that the
Congress has begun to develop its own prescription drug benefit
legislation. It is our hope that today’s hearing will help increase
the visibility of the need for an affordable Medicare prescription
drug benefit for all beneficiaries.

As new prescription drugs are becoming available to treat and
prevent more and more serious conditions and life-threatening ill-
nesses, reliance on these drugs has become especially significant
for our older American population. Ninety percent of Medicare
beneficiaries use a prescription drug every day. While older Ameri-
cans comprise only 12 percent of the U.S. population, they account
for 40 percent of prescription drug spending. In fact, after premium
payments, prescription drugs account for the single largest compo-
nent of health care out-of-pocket spending for non-institutionalized
Medicare beneficiaries age 65 and older. On average, these bene-
ficiaries spend more out-of-pocket for prescription drugs as for phy-
sician care, vision services and medical supplies combined.

The need for a Medicare prescription drug benefit for all bene-
ficiaries continues to escalate. Older and disabled Americans con-
tinue to face double-digit increases in their prescription costs. A
chronic health problem necessitating new and expensive prescrip-
tion drugs can quickly deplete a retiree’s financial resources. Even
a beneficiary who has planned well for his or her retirement may
not be prepared for what they are faced with in prescription bills
that exceed several hundred dollars to $1,000 a month.

Medicare Plus Choice plans continue to scale back their drug
benefits. In Florida, we have seen a major exodus as the plans
leave the Medicare program, and many of those that continue to
participate have made their benefit less generous, with some cov-



6

ering only generic drugs. The cost of private Medigap coverage is
increasingly unaffordable. While Medigap drug coverage is quite
limited, the premiums on these policies can exceed $1,000 a year.
State prescription drug assistance programs provide only a limited
safety net and are themselves at risk because of the State’s current
budget crises.

Despite promises of relief, lack of a drug benefit in Medicare per-
sists. Beneficiaries continue to struggle to pay for necessary medi-
cations. Some even take desperate and sometimes dangerous meas-
ures, as you indicated already, Mr. Chairman. In some instances,
beneficiaries do not follow the course of treatment, do not take the
prescribed full dosage or take their prescriptions intermittently.

That is why AARP is calling on Congress to pass legislation this
year, and it should be a true benefit. Our members have told us
that this legislation should ensure all Medicare beneficiaries have
access to affordable, meaningful prescription drug coverage; provide
stable coverage that beneficiaries can rely on from year to year,
and this a particularly poignant point; protect beneficiaries from
extraordinary out-of-pocket costs and ensure reasonable cost-shar-
ing; provide lower-income beneficiaries with additional assistance;
and not create incentives for employers to drop current retirees’
coverages.

AARP members are looking to Congress to fulfill the promise to
begin to provide long overdue relief from the devastating costs of
prescription drugs. We believe that a prescription drug benefit
should be integrated into Medicare in a way that strengthens the
program. We do know that a workable prescription drug benefit
will require a sizable commitment of Federal dollars. AARP has
urged a level of funding that will enable the Congress to design a
Medicare drug benefit that will provide real value to beneficiaries.
As we learned from last year’s debate, more than $400 billion will
be needed to create a Medicare prescription drug benefit that our
members will find valuable.

Now, as the chairman indicated previously, many of our mem-
bers are going to either Canada or Mexico or using Internet sites
to buy drugs cheaper. We are not supportive of that type of prac-
tice, and we find that it is very risky in many instances. But we
have to remember why this is an issue: Our members want pre-
scription drugs. In many cases, they have been told by their physi-
cians that it is a matter of life and death in terms of whether they
take them. So they either have to go outside the country to get
them or they simply can’t afford them. Last month, the St. Peters-
burg, where my office is, instituted passenger ship service between
the Port of Tampa and Mexico, and I asked the mayor of St. Pe-
tersburg if he was instituting this service so our older citizens
could take their cars and go to Mexico and load them up with
drugs and come back. Because it has become increasingly prevalent
practice to go outside the country to do it, even though those drugs
are manufactured in the United States, shipped there and then
come back in.

While AARP supported the reimportation amendment that
passed the Senate last year, we urge caution because there is seri-
ous concern about patient safety and whether the savings are real-
ly passed onto consumers. Reimportation, we believe, will continue
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to be an issue and one that will need to be addressed until Con-
gress enacts a Medicare benefit for drugs and the President signs
it into law.

In conclusion, Mr. Chairman, we believe that creating prescrip-
tion drug benefit for all beneficiaries is a priority for Floridians, for
AARP and for the Nation itself. We pledge to work with you and
other Members of Congress to ensure that a Medicare prescription
drug bill gains broad bipartisan support and can be enacted into
law this year. Thank you very much.

[The prepared statement of Bentley Lipscomb follows:]

PREPARED STATEMENT OF BENTLEY LIPSCOMB, FLORIDA STATE DIRECTOR, AARP

Mr. Chairman and Congressman Deutsch, I am Bentley Lipscomb, Florida state
director of AARP. I want to thank you for your interest in the issue of the high cost
of prescription drugs and the difficulties older Americans have in paying for needed
medications. AARP appreciates this opportunity to share our perspective on the
need to create a Medicare prescription drug benefit for all beneficiaries this year.

For over thirty years, Medicare has provided older and disabled beneficiaries with
dependable, affordable, quality health insurance. Florida, for example, has one of
the largest beneficiary populations in the nation. Throughout my career in the aging
community, I have seen first hand how Medicare has made a difference in the lives
of older Americans. Medicare has been instrumental in improving the health and
life expectancy of beneficiaries in Florida and across the nation. It has also helped
to reduce the number of older persons living in poverty.

Medicare’s promise of affordable health care extends beyond the current genera-
tion of retirees. Now, more than ever, Americans of all ages are looking to Medi-
care’s guaranteed protections as part of the foundation of their retirement planning.
But there is a serious gap in Medicare’s protection—the absence of reliable prescrip-
tion drug coverage.

The practice of medicine has changed dramatically since the Medicare program
was created. We are now living in a time of amazing breakthroughs in medical re-
search and technology. Among the most striking are the advances in the area of pre-
scription drugs. Drug therapies that were not available when Medicare began are
now commonly used to prevent and treat virtually every major illness. In many
cases, new drugs substitute for or allow patients to avoid more expensive therapies
such as hospitalization and surgery. In other cases, drugs facilitate treatment or
provide treatment where none existed before, improving the quality and length of
life for the patient. As a result, prudent reliance on prescription drugs now goes to
the very core of good medical practice.

Given the prominence of drug therapies in the practice of medicine, if Medicare
were being designed today—rather than in 1965—mnot including a prescription drug
benefit would be as absurd as not covering doctor visits or hospital stays. That is
why ensuring that all beneficiaries have meaningful, affordable prescription drug
coverage is AARP’s top legislative priority. Our members and their families need ac-
cess to a drug benefit that is affordable, available, and dependable, and, they need
this to happen this year.

AARP is pleased that this Subcommittee is examining the issue of the high cost
of prescription drugs and that the Congress has begun to develop its own prescrip-
tion drug benefit legislation. It is our hope that today’s hearing will help increase
the visibility of the need for an affordable Medicare prescription drug benefit for all
beneficiaries.

As new prescription drugs are becoming available to treat and even prevent more
and more serious conditions and life-threatening illnesses, reliance on these drugs
has become especially significant for older Americans. Ninety percent of Medicare
beneficiaries use a prescription drug every day. While older Americans comprise
only 12 percent of the U.S. population, they account for forty percent of prescription
drug spending. In fact, after premium payments, prescription drugs account for the
single largest component of health care out-of-pocket spending for non-institutional-
ized Medicare beneficiaries age 65 and older. On average, these beneficiaries spend
more out-of-pocket for prescription drugs as for physician care, vision services, and
medical supplies combined.

The need for a Medicare prescription drug benefit for all beneficiaries continues
to escalate:



8

* Older and disabled Americans continue to face double-digit increases in their pre-
scription costs—a chronic health problem necessitating new and expensive pre-
scription drugs can quickly deplete a retiree’s financial resources. Even a bene-
ficiary who has planned well for his or her retirement may not be prepared for
drug bills that exceed several hundred dollars a month.

¢ Employer-based retiree health coverage continues to erode—24% of employers
with 200 or more employees offered health coverage to their Medicare-age retir-
ees in 2001 compared to 31% in 1997.

e Medicare+Choice plans continue to scale back their drug benefits—In Florida, for
example, we have seen many plans leave the Medicare program and many of
those that continue to participate have made their benefit less generous with
some covering only generic drugs.

* The cost of private Medigap coverage is increasingly unaffordable—while Medigap
drug coverage is quite limited, the premiums on these policies exceed $1000 a
year.

» State prescription drug assistance programs provide only a limited safety net, and
are themselves at risk because of current state budget crises—In Florida, for
instance, there are two state pharmaceutical assistance programs. The Sliver
Saver Drug program provides assistance of only $80 per person per month and
seniors must pass a strict asset test to be eligible.

Despite promises of relief, lack of a drug benefit in Medicare persists. Bene-
ficiaries continue to struggle to pay for necessary medications. Some even take des-
perate—and sometimes dangerous—measures. For instance, some beneficiaries do
not follow a course of treatment, do not take the prescribed full dosage, or take their
prescriptions intermittently.

That is why AARP has called on Congress to pass legislation this year.

To be considered a true benefit, our members have told us legislation must:

* Ensure all Medicare beneficiaries have access to affordable, meaningful prescrip-
tion drug coverage;

» Provide stable coverage that beneficiaries can rely on from year to year;

* Protect beneficiaries from extraordinary out-of-pocket costs and ensure reasonable
cost-sharing;

* Provide lower-income beneficiaries with additional assistance; and

» Not create incentives for employers to drop current retiree coverage.

AARP members are looking to Congress to fulfill the promise to begin to provide
long-overdue relief from the devastating costs of prescription drugs. We believe that
a prescription drug benefit should be integrated into Medicare in a way that
strengthens the program.

We know a workable prescription drug benefit will require a sizable commitment
of federal dollars. AARP has urged a level of funding that will enable the Congress
to design a Medicare drug benefit that will provide real value to beneficiaries. As
we learned from last year’s debate, more than $400 billion will be needed to create
a Medicare prescription drug benefit that our members will find valuable.

In conclusion, we believe that creating prescription drug benefit for all bene-
ficiaries is a priority for Floridians, AARP, and the nation. We want to work with
you and other Members of Congress to assure that a Medicare prescription drug bill
gains broad bipartisan support and is enacted into law this year.

Mr. GREENWOOD. Thank you, sir. And I think you summarized
exactly why Congressman Deutsch asked me to hold this hearing
here, because he has expressed to me repeatedly that he wants to
make sure that his constituents have affordable prescriptions, and
he worries that they don’t, but he also has a worry that they make
sure that what they get is safe and felt that this would help to un-
derline the vital imperative that Congress move forward quickly to
create a prescription drug benefit.

I am going to turn to you, Ms. Coplan, and ask you to testify
next, please.

TESTIMONY OF RESI COPLAN

Ms. CopPLAN. Okay. Thank you very much. Good morning. My
name is Resi Coplan, and I am 67 years old. I was working up until
a year ago January when I, unfortunately, had a car accident
which exacerbated a problem in my back, giving me a very painful
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right hip and right leg and difficulty walking. And the doctors had
put me on a medication that was way too strong. It had an anes-
thetic type of reaction, and I eventually, in July, fell out of bed,
fractured my left foot. So I had my right hip and my left foot that
I was nursing.

I ended up in the hospital from July 7 until August 20, which
is about 6 weeks with time in ICU due to this complication. When
I did go back home I had enormous number of medications that I
was asked to take, and I had to start to make a plan because there
was no way that I was going to be able to afford all of this.

The treatments that I could have had for this back condition to
try to eliminate some of these drugs—and, by the way, before the
accident I was on one drug just for my heart, I have a pacemaker,
that is one of my conditions—the ways that they could help me was
by surgery or injection, but I am a hemophiliac and I am also aller-
gic to blood and blood products. So in order for me to go through
any kind of surgical procedure, it is a month of pre-treatment, then
into the hospital and transfused and then the next day have the
surgery or procedure and transfused and then transfused the next
day also. I have an unusual hemophilia.

All the allergies and medications are listed. I don’t really want
to go into all of those unless you want me to. But I did want to
go through some of my physical conditions. I do have COPD, chron-
ic obstructive pulminary disease. I am O2-dependent, which I have
with me, and I have breathing treatments that are four times a
day, plus I carry the little buffer with me too so I can breathe. I
never know when it is going to hit, so I am hoping I can get
through this without it. The pacemaker I have is a dual pacer, and
I have had it now since 1997. I have neuropathy of both my hands
and feet that was just recently diagnosed. I have loss of feeling in
all these areas. I am not a diabetic, which is where it usually is
affiliated. I am not sure why this is happening. I also was just
newly diagnosed with osteoporosis, and I am on a very expensive
drug for that; the hemophilia, of course; my painful right hip,
which is very difficult to treat because of my drug problems. I also
have spondylolisthesis. That is in the back where it is breaking
down with the osteoporosis, and I am great candidate for fractures.
I have a very poor activity tolerance due to the breathing and the
difficulty with my walking and so forth since I have had this acci-
dent. Now to compound this issue, I also had therapy up until mid-
October this—I am sorry, mid-January this year. Sorry about that.

Now, in order to control all these different things that I am suf-
fering with, I have made a list of my medications. I went to Costco,
I went to Winn Dixie, and I went to Canada Rx, which is right here
in this area. Canada Rx does have some lower prices on some and
higher on others or they don’t have them. Then they added a ship-
ping charge which negates anything that would be possible. I was
told about Costco through Broward County Elderly Services, and I
did go there, and they gave me a list of my medications and the
prices on them. On their figures, it would be—Costco’s figure for
a month would be $303.11. At Winn Dixie, it is $406.14, and that
is as of this week, depending on whether they are going to go up
or not. Okay? My Social Security that I get, less the amount that
I have to pay in, the $58, I get $945. I am on disability right now
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through work. There was supposed to be long-term disability but
because of age and because of what is going on with the Social Se-
curity, they will only give it to me for one more year from that. So
I will lose that in 1 year, which means everything that we are say-
ing now is even more important. So my total income is $1,882 a
month, my fixed outlay is $1,429.40. That leaves me $452.60, if all
these figures are correct, to live on and buy my medication. Even
at $303, to buy food, clothing, toiletries, paper products, cleaning
products, gasoline to get here, anything, it is impossible. I have to
make decisions. What do I take? How much of it do I use? And
what do I buy first? I have a prescription right here waiting, there
is two of them. There is no way. Last few weeks I have had a lot
of changes in medication. One of them in particular was this
Fosamax. Four pills for 1 month, $63.95 at Costco, and at Winn
Dixie, it was $60.19 with AARP as my supplement. Either way that
is a lot of money. I could not pay all of my rent this month. Thank
goodness they are very kind to me, but kindness doesn’t last for-
ever, and I don’t know what tomorrow will bring.

I hope I have made this point fairly clear that this is an impos-
sible situation. I have covered myself with insurance. I do have
AARP. Tt is $189 a month—very expensive but very necessary in
my case. I think this a problem that everybody needs to hear and
know and try to do something about. And before I leave you, I
would like to tell you just one little story, if you don’t mind.

It is going to be 8 years now in May that my daughter was killed
the day before Mother’s Day by a hit-and-run drunk driver. She
had 3 children, ages 8, 10 and 15 at the time. When she was killed
I had the boys for a short year, and I was trying to get them into
a more normal situation, and about three or 4 months after her
death I took them over to the beach, because their mother did that
all the time; they loved the beach. And the 8-year-old was just sort
of playing with the seaweed, and the 10-year-old at that time—he
is now 18—the 10-year-old asked me, he says, “Grandma, did my
mother really make a difference in this world,” and I said, “Of
course she did. She made me a mother. She was my daughter, and
I could love her, made your uncle to have a sibling, and without
her I wouldn’t have the three of you to love and watch grow up.”
And he says, “Well, grandma, did you ever stop to think that if I
threw this little pebble in the ocean, that that ocean and any ocean
it touches would never be the same again?” And I said, “How as-
tute of you, how smart you are. No, I never did.” He says, “Okay.”
He says, “My mother did make a difference.” I said, “She certainly
did. She brightened everybody’s life that she came near.” He says,
“Okay,” and he took it and he skipped it across the ocean surface.
That is for my mother who made a difference. This little 10-year-
old boy made a great difference in my life, and now I am this bold-
er and I am going into the ocean and I want you all to make a
change. Thank you.

[The prepared statement of Resi Coplan follows:]

PREPARED STATEMENT OF RESI COPLAN

On January 15, 2002, I was run off the road on 595 east bound by a car that was
coming into my lane making it necessary for me to go onto the emergency lane and,
with the car still coming at me , I then went into the wall. My car almost turned
over as it rocked back and forth finding it’s way to part grassy median and shoulder.
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My defensive driving was affective, since I was not hit by the uncontrolled car. Had
I been, it would have turned my car right into two lanes of morning traffic and I
don’t like to think of what the results might have been.

This left me with an injury that exacerbated the condition in my lower back. This
forced me to take sick time and vacation pay until it was depleted. Then I was put
on long term disability (which is only good for a 2 year period do to my age and
social security status) supplied by my place of employment. This disability will end
on April 18th, 2004. Since that time, I have not been able to return to work and
my health has been going downhill from there with several other problems.

During my recovery period, I was told to take Neurontin 300mg. to control the
severe pain I was in. This was much to strong for me and I asked the doctor to
give me a much lower dose which he did (100mg 3 to 4 times a day). One capsule
kept me out of commission for 24hours. The doctor insisted I increase the dosage
in order for it to be therapeutic. I did increase the dose to 300 mg. the evening of
July 6th, 2002. I was so anesthatized, I didn’t know exactly where I was and
thought I was in the middle of my bed when in fact, I was on the edge of my bed
and thew myself out on my head while my feet did a backward summersalt and I
broke my left foot. Now I have to nurse my right hip and left fractured foot. I was
in the hospital from July 7th, 2002 until August 20th, 2002. On discharge I had
to have live-in nursing care until mid October, 2002. After tht I have been on my
own and just trying to survive through the pain and disability ALONE.

There are treatments available for this back condition, but I am not a good can-
didate for any of them due to the following conditions: 1. Factor Eleven Deficiency
(a bleeding disorder). 2. I am allergic to blood products. I would need multiple units
of Fresh Frozen Plasma for any procedure that would cause any trauma to my body
and cause bleeding or the potential of that happening. 3. Pacemaker (dual) since
1997. 4. COPD and oxygen dependent with breathing treatments four times a day.
5. Very poor activity tolerance due to breathing problem and severe pain in right
hip and lower back that has become much worse since the accident. 6. I am allergic
to a large list of medications or they are contraindicated due to the bleeding dis-
order. They are as follows: A. penicillin; B. amicar; C. sulfa; D. novacaine; E.
benadryl; F. cipro; G. horse serum; H. cat gut; I. Blood products; J. No asiprin or
asiprin like products like antiinflammatory drugs that thin the blood.

My medication bills alone have have been over $3,500 last year.

Then comes the other necessary expenses such as: A. Rent $ 625.00/mo; B. Elec-
tric, 80.00/mo on average for the year; C. Phone, 59.00/mo; D. AARP, 189.00/mo for
medicare supplement in addition to medicare part A & B; E. Cancer/hospital 86.40
for additional insurance protection; F. Cable, 58.00/mo (my only entertainment); G.
Long term ins.; H. Home health and Nursing home care 267.00/mo; I. Auto insur-
ance, 68.00/mo.

This amount of routine monthly expense comes to $1432.40 per month that must
go out each and every month. This does not include any medication expense or over-
the-counter drugs that are needed such as stool softeners when taking medications
that cause constipation and can lead to bleeding which, in my case would be a stay
in the hospital if it was left untreated. I also need tylenol for pain and/or headache
due to some of the side effects from the drugs.

My total income for the next year (till April 18th 2004) is $1882.00 = social secu-
rity and disability benefits combined -1432.40 = bare basic outlay $ 449.60 This is
what is left before I can think of medication, much less food, gas, or any other ex-
pense, i.e., soap, shampoo, cleaning supplies.

I have an oxygen concentrator the takes electricity to run. When I call FP & L,
they told me that it will cost me approx. $50.00/mo to run as the doctors have or-
dered. Well, now what do I do. I JUST DON'T USE IT UNTIL I CAN NO LONGER
GET AWAY WITHOUT IT.

As for my medications, I have either stopped taking them or have cut the dosage
down in half and that is only if I MUST TAKE THEM.

IF YOU TAKE $449.60 and multiple that by 12 months you get $5395.20. Now
look at the medications $ 3500.00/yr and divide by 12 months equals $291.66.

$449.60 -291.66 = meds

Total left for the month is $157.94. for all other expenses including any new Rx
that the doctors think a what I need. This leaves $36.44/wk. to save for emer-
gencies, any co payments. ..just everything else.

I cannot imagine that one year from now I will only have $945.00/mo to continue
with my life and “survive?”

I submit these information respectfully,
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Mr. GREENWOOD. Thank you. That was—I can’t imagine it being
more beautifully said. And you will make a difference, and you
have already. Thank you.

Mr. Sweed.

TESTIMONY OF GENE SWEED

Mr. SWEED. Congressman Greenwood, Congressman Deutsch, my
name is Gene Sweed. I am 67.5 years old, and this is what hap-
pened to me in only 2.5 years of Medicare.

In the year 2000, upon turning 65, I selected an HMO, Avmed,
as my provider. The first year they allowed me $3,000 per quarter
in prescription allowance with an average deductible of $10 to $20.
This was more than enough to take care of my needs, and I felt
we were secure. After my annual exam, it was determined I had
a lot of things wrong with me, such diabetes, high blood pressure,
an irregular heart beat, prostate cancer and arthritis, among oth-
ers that are too numerous to mention.

The HMO allowance still was sufficient for us to live the lifestyle
we chose. Season tickets to hockey, 42 games, the ability to go to
dinner before every game, going to the theater often and going out
with our friends as often as possible. In years 2001 to 2002, the al-
lowance dropped considerably to $1,250 a quarter. We felt that by
tightening our belts we still could be close to our budget. So first
we gave up the theater, we changed our Hockey to 13 games and
of course the eating out dropped. And fortunately for us,
Walgreen’s was able to provide generics for most of the prescrip-
tions to help keep the cost down. I also started to skip my medicine
occasionally so I would not go over the allowance. See, the problem
is when you are an HMO you have your allowance, but you don’t
know what they are charging the HMO with Walgreen’s and them,
so you don’t know where you are into your allowance. And it is
scary because you pay everything over that. We learned at one
time I had one prescription that was a new item, and my co-pay
was (?80. So I can imagine what the heck they had to charge to the
HMO.

Now, for the year 2003, the allowance was dropped considerably
to $250 a quarter. Two hundred and fifty dollars a quarter was not
going to cut it. This is not acceptable with me, so I switched to
Foundation, which has now become Vista. The main reason I did
that again was to try to stay with the same doctors. Fortunately,
they had the same doctors, so with $250 a month I am okay, and
I have the same doctors again; I don’t have to start all over again.

We are in the process of adjusting again, though. We do not eat
out again like we did before. If we do eat out, we make sure that
we take home a doggy bag. I used to laugh at people for doing this,
but we take home a doggy bag. If somebody is offering to show
their product and is feeding us, we always go, even when we are
not interested. Meals at home have changed to items that you can
make more meals out of, such as soup, spaghetti, meatloaf, et
cetera, and portions are getting smaller. I also have skipped taking
my medication more frequently. Now, my wife doesn’t say any-
thing, but she is trying to keep me alive, and this is her goal by
doing this, by doing that. She is an excellent budget manager. Now,
I have also started to skip taking my medicine more frequently.
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The biggest concern for me is that if my wife should precede me
how I would survive as it does take my wife’s money management
skills to make it work. But one thing I don’t understand is if the
manufacturers complain about their costs, why are they running
commercials on TV for prescription medication when it is expensive
to produce them and air time is very costly, especially on the main
channels. You only get the prescription from your doctor. They take
their samples in, they give them to the doctor, if they talk to the
doctor, sometimes they even talk to just the office manager and
they don’t go into everything like what the side effects are. And,
again, sometimes the side effects cause you to take another pre-
scription. They may affect your stomach, they may affect something
else. And that is a problem that we don’t understand. So I thank
you very much for your time, and if you have any questions, I
would gladly answer them.

[The prepared statement of Gene Sweed follows:]

PREPARED STATEMENT OF GENE SWEED

My name is Eugene (Gene) Sweed I'm 67% years old and this what has happened
in only 2%2 years on medicare.

In the year 2000 upon turning 65 I selected Avmed as my H.M.O. provider. The
first year they allowed me $3000 per quarter in prescription allowance with an aver-
age deductible of $10.00 to $20.00 this was more tan enough to take care of my
needs. After my annual exam it was determined I had a lot of things wrong with
me, such Diabetes, High blood pressure, an Ireggular Heart beat, Prostate Cancer
and others to numerous to mention.

The H.M.O. allowance was sufficient for us to live the lifestyle we chose. Season
tickets (42 games), The ability to go to dinner before every game. Going to the the-
ater often,and going out with our friends quite often.

In years 2001 & 2002 the allowance dropped considerably, to $1,250 per quarter.
We felt by tightening our belt we would be close to our budget. First we gave up
the Theater, changed our Hockey to 13 games and of course our eating out dropped.
Fortunately Walgreens was able to provide generics for most of the prescriptions
and keep the cost down. I also skipped taking my medication occasionally so I would
not go over the allowed amount.

One problem is we do not know what the charges are only the deductible. For the
year 2003 the allowance was to be approximately $250.00 per quarter. This not
being acceptable me I switched Foundation now Vista at $250.00 per month. We are
in the process of adjusting again. We do not eat out before every game. If we do
eat out we are making sure we have a doggy bag to take home, When a company
offers to show their product and are feeding us we always go even when we are not
interested. meals at home have changed to items that you can many meals out of
such as soup, spaghetti, meat loaf etc. with portions getting smaller. I also have
skipped taking my medication more frequently. The biggest concern is if my wife
should precede me is how I will survive as it takes my wife’s money management
skills to make it work. One thing I don’t understand if the manufacturers complain
about their costs why are they running commercials on T.V. when it expensive to
produce them and air time is very costly? We can only get a prescription from our
Dr. so it is his/her choice.

Mr. GREENWOOD. We thank you, Mr. Sweed. Thank you, all of
the panelists, for coming. And the Chair is going to recognize him-
self for about 10 minutes for questions. Since there are—we don’t
have the full committee here we can be a little bit looser with time
than we usually are in Washington, which is nice.

Let me start with you, Ms. Coplan. Could you—I don’t know that
I heard in your testimony that—where were you working before
you had your accident? What was your employment? Maybe you
could tell us a little bit about your employment history over the
years.
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Ms. CopLAN. Certainly. I became a nurse in 1971. I have been
nursing all during that entire period. My general background was
ICU, emergency room, labor/delivery, newborn nurseries, recovery,
the heavy areas.

Mr. GREENWOOD. Employed by whom during this?

Ms. CopLAN. Different hospitals. I had also gone into California
and Washington to get some varied experiences there. Their medi-
cine is a little different sometimes in certain areas. And I had fam-
ily there as well, so it was a dual purpose. But the last 13 years
I worked for Bell Quality as a instructor for home health students.

Mr. GREENWOOD. And did Bell Quality provide you with a pre-
scription drug benefit when you were employed there?

Ms. CopPLAN. I had—at the time, I had United Health Care,
which you had a co-payment, and at the time that I got it it was
like $5 or $15, depending on——

Mr. GREENWOOD. Per script.

Ms. CoPLAN. Depending on whether it was generic or brand. And
then it went up and it continued to go up. And then I became eligi-
ble for Medicare Part A with United Health Care as backup.

Mr. GREENWOOD. And United Health Care, was that

Ms. CoPLAN. My employer paid that for me.

Mr. GREENWOOD. Okay.

Ms. CoPLAN. Okay. So it wasn’t a bad deal, and I was working,
and there was money coming in. And when I had the accident, of
course I couldn’t afford the United Health Care at that time.

Mr. GREENWOOD. And how much was that?

Ms. CopLAN. I don’t know. I know it would have been a COBRA
payment, and it would be close to $400 a month, I think it was.
And of course that was out of the question, so I went to Medicare
Part B.

Mr. GREENWOOD. And that was a full health care plan. That was
not——

Ms. COPLAN. Yes.

Mr. GREENWOOD. [continuing] just prescription, that was a full
health care plan.

Ms. CoPLAN. Yes.

Mr. GREENWOOD. Okay.

Ms. CopPLAN. It was not a bad plan. But then I went to Medicare
Part B and in the interim also took AARP because I was scared.
I needed the supplement.

Mr. GREENWOOD. And what does—what you purchased from
AARP is that what we call a Medigap plan?

Ms. CoPLAN. Yes. Yes, at $189 a month. And I am waiting—I
have been notified that they are going to go up in premium, which
is going to knock me out.

Mr. GREENWOOD. Okay. And that would pay your co-pays and
your deductibles.

Ms. CopLAN. It has a varying deductible. One drug, one of the
most expensive ones of the four pills, there was a dollar off on that
one with AARP. Okay. It wasn’t sufficient enough to even warrant.
And yet there would be another one where they would pay half. So
I don’t understand why the drug companies have this big gap so
that AARP can’t be more efficient.




15

Mr. GREENWOOD. And when you left—because of your injury,
when you left Bell Quality they did not provide you with any con-
tinual—there is no prescription drug benefit unless you buy the en-
tire United Health Care COBRA policy; is that right?

Ms. CopLaN. No. I am still considered an employee there until
April when my disability ends next year, April 18, to be exact,
2004.

Mr. GREENWOOD. You are going to really be in the sauce then,
aren’t you?

Ms. CopLAN. I am going to be under a bridge somewhere with
my oxygen and my breathing treatments and—I will be homeless,
yes.

Mr. GREENWOOD. Let us hope that doesn’t happen. Mr.
Sweed——

Mr. SWEED. Yes, sir.

Mr. GREENWOOD. [continuing] tell us a little bit about your em-
ployment past, if you would.

Mr. SWEED. Okay. I had worked for a company that sold plating
metals, had no coverage at all. It was just the owner and myself.
He was in his seventies. I did call around to try to get some sort
of insurance, and they were asking figures like close to $300 a
month just for the premium, so I couldn’t

Mr. GREENWOOD. How long had that been your employment?

Mr. SWEED. When I came here to the Miami area in 1996 until
I retired at age 65, which was 2.5 years ago.

Mr. GREENWOOD. Okay. So you had no health insurance whatso-
ever all that time?

Mr. SWEED. No, sir.

Mr. GREENWOOD. You just paid everything out of pocket.

Mr. SWEED. Right. Well, we weren’t sure that of what was wrong,
because I wasn’t even going to the doctor. So we had no concept
of what was going on. Now I am at a point that I take 14 pills a
day and then 3 on an as-need basis that counteract some of the
things that the other pills do.

Mr. GREENWOOD. Have either of you, Ms. Coplan and Mr. Sweed,
ever tried to find out whether some of the plans that are offered
by the drug companies themselves, like Together Rx, would benefit
you? Have you ever had any contact with—a number of the phar-
maceutical companies provide discounts or in some cases even free
medications to people who are struggling. You are nodding your
head, Ms. Coplan. What has been your experience?

Ms. CopLAN. Yes, I have checked into it. I have had doctors give
me these pamphlets that they have left, and I have also been on
the Internet looking around. Some are beneficial and some are not.
I would need a secretary to keep track of where I would send what
drug for the best benefit. And it takes some doing to keep that
record. I think it is—there has got to be something else. There has
got to be some way of controlling it.

I want to ask you a—may I ask you a question?

Mr. GREENWOOD. Absolutely.

Ms. CopLAN. Thank you. You know when people were smoking
cigarettes and they raised the taxes to help defray the cost of the
medicines and so forth and the medical care the patients needed
that were addicts. Why can’t they do the same thing? I was at a
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store the other day waiting for a friend of mine while they grocery
shopped for me, because I don’t do that anymore. And I was sitting
in the car, and one out of every four people came out with one, two,
three big packs of beer, wine. Why can’t they just tax them as well
to help us seniors. There are bottles of liquor that cost over $100.
Five dollar taxes would sure help out a senior, and it won’t hurt
them, but it would benefit us.

Mr. GREENWOOD. We will take that into consideration. I am sure
that the State of Florida probably does impose taxes on its spirits,
and the Federal Government has taxes, and I am sure all of the
beer and wine lobbyists will be rushing to help us get that passed.

Ms. CopPLAN. It was a thought.

Mr. GREENWOOD. Let me—you, Mr. Sweed, have you contacted
any of these programs that are offered by the pharmaceutical com-
panies?

Mr. SWEED. Until very recently I hadn’t even been aware of it,
but just hearing what Ms. Coplan said, needing a secretary would
probably discourage my wife because she does most of that for me,
not wanting to run here and there and everything else. Having the
convenience of Walgreen’s right out the back door is a big dif-
ference for her.

Mr. GREENWOOD. Right. Well, you might want to look into it. I
can’t guarantee you that it won’t be hassle-free or without its com-
plications, but I would certainly hope that that would be a pref-
erence before you—things got so dire that you were actually home-
less, as you predicted.

Ms. CopPLAN. Unless I can go back to work, which I doubt. I mean
you are seeing me at my best today for some reason. I am not usu-
ally like this. I usually have a much more difficult time breathing.

But getting back to those different plans, if you don’t categorize
all these different ones and know what your medications are, some
plans have your medications, some do not. Some will give you a
nice discount, some won’t. What I have become is a beggar. “Doc-
tor, please, do you have samples. I can’t afford my medicine.” 1
have two prescriptions right here that I am holding onto because
I had to go to the drug store the other day to get over-the-counter
medicines that cost me—sorry, they had to give me a refund be-
cause they charged me too much—$21.98 for the month.

Mr. GREENWOOD. And what is the prescription for?

Ms. COPLAN. It is not—this is not a prescription, this is just over
the counter.

Mr. GREENWOOD. Oh, I see.

Ms. COPLAN. Because the medications they give you are very con-
stipating, and if I don’t do something about that, I will bleed, and
then I end up in the hospital. Costs them a whole lot more. So this
simple little thing is a big cost to me that nobody takes care of. But
the prescriptions that I have, because I cannot take pain medica-
tion, I am not sleeping. It is very difficult for me to get comfortable.
The pain is terribly exaggerated at night because I guess it is the
end of the day. And I take Zanex. Well, Zanex is not that expen-
sive, but they put me on a new drug called Ultran which helps and
it is very expensive. So which one would I get?

Mr. GREENWOOD. Mr. Sweed, I understand that you have made
some attempt to get pharmaceuticals from Canada?
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Mr. SWEED. We had talked about it, my wife and I, and the
Internet. In fact, very recently, we have a friend of ours that her
son had gone through the Internet, had mixed medicines and at 30
some odd years of age passed away, and we backed away from it
real fast when we saw that happen, because we were concerned.
But we had talked about it and had not acted on it yet.

Mr. GREENWOOD. Let me ask you both, Ms. Coplan and Mr.
Sweed, a question. If the Congress passed a prescription drug plan
that had roughly qualities such as I am about to describe, you had
a $250 deductible so that the first $250 was right out of your pock-
et and you would probably both spend that in the first month, and
then if Congress paid roughly half of the cost of your prescriptions
up to some point, let us say $3,000—these are rough figures—
$3,000, and then you were on your own for a while, but if it ever
got up to around $6,000, that then everything would be covered by
the Federal Government, does that sound roughly like that would
be a significant help to you? I am looking at your figure of—I think
you said that if you went to Costco, your drugs would cost about
$300 a month.

Ms. CoPLAN. Three hundred and three.

Mr. GREENWOOD. Right.

Mlz CoPLAN. That was just the latest figure, and that was last
week.

Mr. GREENWOOD. Right. So if you used that—if let us say your
deductible was spent in the first month, if a plan could cover half
of your prescriptions

Ms. CopPLAN. It would be a big help.

Mr. GREENWOOD. [continuing] it would be a big help, at least for
a good portion——

Ms. CopPLAN. I could go buy bread.

Mr. GREENWOOD. You could go buy bread.

Ms. COPLAN. Yes.

Mr. GREENWOOD. Now, let us not get extravagant here.

Mr. SWEED. I am looking, my wife has made a sheet for me of
what the co-pays have been. Not counting some of the special ones
that I have had, like for the arthritis I had a shot in my knee that
cost me $175 by itself, but that is a rare thing, overall, I am run-
ning about $250 to $260 a month just on deductibles.

Mr. GREENWOOD. What is your monthly income? Do you have
anything besides Social Security?

Mr. SWEED. I have my Social Security, that is it.

Mr. GREENWOOD. And how much is that, if I may ask?

Mr. SWEED. Net after Medicare comes out is about $720, I think
it is.

Mr. GREENWOOD. Okay. Final question. Mr. Lipscomb, let me
turn to you. Could you describe for us what AARP generally offers
seniors in Florida through the various plans that you have avail-
able?

Mr. LipscoMB. We offer prescription drug coverage. Not coverage
in the sense of insurance but to have the ability for group buying,
so to speak, through one of our providers. AARP doesn’t do any of
these things per se itself, but what we do is we vet providers and
make sure that what they are doing is in no way taking advantage
of the people.
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Mr. GREENWOOD. When Ms. Coplan says that she has AARP, I
assume——

Mr. LipscoMB. That is what she is talking about.

Mr. GREENWOOD. [continuing] she means—well, I am a little con-
fused now, because I asked her if she meant a Medigap policy. Is
that what she has?

Mr. LipscOMB. She has both, unless I am mistaken, based on her
description.

Mr. GREENWOOD. I am sorry, she has what?

Mr. LipscoMB. She has both

Ms. CoPLAN. Yes, I do.

Mr. LipSCcOMB. [continuing] types of-

Mr. GREENWOOD. So she buys a Medigap policy.

Mr. LipscoMB. Right.

Mr. GREENWOOD. And that costs her $189 a month. That does or
does not provide prescriptions?

Ms. CoPLAN. The entire package is a discount on my drugs.

Mr. GREENWOOD. One hundred and eighty-nine dollars.

Ms. CopLAN. And the Medigap, if you want to call it that, where
they take up the 20 percent that Medicare doesn’t

Mr. LipscoMB. Right.

Mr. GREENWOOD. Right. So you get the Medigap plus you get
some prescription drug discount.

Ms. CopPLAN. Discount we call it, I think.

Mr. LipscoMB. And that is under United Health Care, which is
who she was talking about a while ago. In other words, that is who
our licensed provider is, United Health Care.

Mr. GREENWOOD. I see. And have you been able to figure out
what that discount is worth to you a month? I know you said it
varies from half in some drugs to a dollar in other drugs.

Mr. LipscoMB. It is going to vary radically, Mr. Chairman, de-
pending on the particular prescription.

Ms. CoPLAN. It does. I really does, because when I just got one
of the prescriptions done through AARP at Winn Dixie there was
a dollar discount. But on another drug at Winn Dixie, it was half
that AARP picked up. So there is not consistency, which is what?
And they were both generic.

Mr. GREENWOOD. Mr. Lipscomb, when you buy these policies,
$189 a month, do you have any rough calculus as to how much of
that would be helping her with the prescription side of the ledger?

Mr. LipscoMB. I really don’t, Mr. Chairman. I can inquire for
you.

Mr. GREENWOOD. Would you do that?

Mr. LipscoMsB. I would be glad to.

Mr. GREENWOOD. Would you provide that information to the com-
mittee?

Mr. LIPSCOMB. Yes.

Mr. GREENWOOD. Thank you.

The Chair recognizes the gentleman from Florida.

Mr. DeuTscH. Thank you, Mr. Chairman. Mr. Lipscomb, does
AARP have a position—you mentioned the position about the Inter-
net pharmacies, but specifically about the walk-in entities that
have shipped drugs to consumers—actually, I guess Ms. Coplan
mentioned she had gone to the Canadian drug stores phenomenon




19

that have been established in south Florida, I don’t know—
throughout the country at this point?

Mr. LipscoMB. Congressman Deutsch, we have not taken a posi-
tion saying that these people should be closed down or anything
like that, because we don’t have anything to offer these people in
lieu of that option. What we have said to people is you should be
very cautious in terms of making sure you understand who you are
buying from and that these are of the quality that you anticipate
that you are getting. And that is a very difficult thing to determine
for people like our two witnesses here. I mean it is difficult for the
Department of Health to determine sometimes, much less for a pri-
vate citizen.

Mr. DEUTSCH. This is sort of a follow-up to one of the things the
chairman was mentioning, but in the next panel we will have—sev-
eral witnesses will talk about a variety of programs that exist for
seniors to access more affordable medicines. They include the Or-
ange Card by Glaxo, Eli Lilly’s Answer Card Program to the To-
gether Drug Program. Have you heard of any of these prior to this
hearing, either one of you?

Mr. SWEED. The only one that I have heard from is because I am
a diabetic, Accu-Chek stays in constant touch with me. They have
even sent me a free monitor, they have given me a choice, they will
make sure that the strips are free when I go to the drug store, et
cetera. But they are the only one out of anybody that has made any
contact and has done anything with me.

Mr. DEUTSCH. And, Ms. Coplan?

Ms. CopLAN. No, I haven’t had that. The only thing that I would
like to comment on right now is the fact that my breathing treat-
ment takes two different types of medication. There was one that
I was on. It was Zoponex that did not make my heart race when
I used it in a breathing machine.

Mr. DEUTSCH. Right.

Ms. CoprLAN. This drug right here, six of these boxes with four
in it, four treatments, one a day, costs $56 every 6 days. What I
had to do was go to the lesser one. This one is longer acting and
has a lot less side effects for me with my heart condition. But I had
to go back to the one that had tremendous side effects because I
could get it for free through Medicare. Medicare will pay for it. So
I have to now use less medication because of the side effect, be-
cause I can’t afford this one.

Mr. DEuTscH. Ms. Coplan, let me—again, I appreciate you being
so forthright with us, and it really has been really very helpful,
and I think, as you mentioned, your analogy of the boulder and the
ocean I believe is really accurate. But, again, just to try to really
have an understanding on somewhat of a personal basis what you
are going through, have you explored Medicare Plus Choice options
in terms of—have you looked at that, HMO options for yourself at
this point?

Ms. CopPLAN. Having been a nurse, having dealt with HMOs for
patients, having had four of my friends on HMOs that are crying,
they tell me what is going on, if it wasn’t for my two doctors, I
wouldn’t be sitting here today, I would have been dead. They saved
me, pulled me through it. They are not HMO doctors. My friends
who have been on HMOs and Foundation, or whatever you want
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to call them, are being every few months different doctors; doctors
don’t know them. If a doctor walks in and tries to treat me that
has never seen me before, there is a danger there. Thank goodness
I have a medical background. Otherwise they can do damage.

I had 14 doctors in the hospital when I was there. Those 14 doc-
tors were making prescriptions all over the place—give her this, do
this, do this—and no one was watching the other. I was the chief,
and I made them the Indians. And I took my own case and I took
a PDR and I started going through the medications, because I was
very sick and I said something is making me ill. And I stopped all
my medication and I said, “You are not going to give me anything
more. You speak to this doctor and me and clear it through them
before you order anything.” And I had to take that initiative with
the help of my doctor at my side to confer with in order not to be
overdosed or drugged differently. If I go to an HMO and I have to
go see a doctor who doesn’t know me, I am facing the same mon-
ster again. And I would rather be without medical treatment.

Mr. DEuTSCH. Let me go back, and, again, you seem like you
have been a very aggressive consumer. I mean you mentioned
Costco, Winn Dixie, Canada Drug.

Ms. CoPLAN. And the Internet.

Mr. DEUTSCH. And the Internet. First off, do you have—and this,
Mr. Sweed as well—I mean do you have personal friends that are
purchasing drugs through the Internet at this point in time? I
mean do you have friends who——

Ms. CopPLAN. I have had some that have talked to me that they
might do so, and I told them I didn’t think it was a wise decision,
because you didn’t know what bathtub it was made in. That was
my feeling. I would rather go to somewhere were I understand the
pharmaceutical company by reputation. So before I was ever even
here, and I am glad to hear you confer that this is not a good idea
to go just to anyone

Mr. DEUTSCH. Let me be really clear what I said. I think there
is this—the phenomenon is that I think we are trying to address
this issue. It is not a good idea in the sense that there really is
no oversight.

Ms. CopPLAN. Okay.

Mr. DEUTSCH. And there have been some anecdotal stories of
problems. I think for some people they are making a personal
choice if they feel there is no choice. I mean given the choice be-
tween if there really is no choice, if there is no government pro-
gram—I mean you might, once your disability ends, be eligible for
Medicaid. T mean at $1,800 a month you are probably not eligible
for Medicaid.

Ms. CopLAN. No, I am not.

Mr. DEUTSCH. But at $900 you very well might be with certain
of the issues involved. And that is why I am not familiar with
the—you mentioned you had gone to Broward County Social Serv-
ices in terms of medically needy issues, and basically you found
nothing available in any kind of medically needy programs in
terms of county government or State government at all.

Ms. CoPLAN. The only thing that they said to me was that Costco
is now allowing anyone, even without a Costco card, to go into their
pharmacy and use it. And it was supposed to be a huge discount,




21

it was something that had just been introduced within the last 2
weeks.

Mr. DEUTSCH. And Broward County

Ms. CopPLAN. That is when I went to check—I am sorry.

Mr. DEUTSCH. So you physically went to Costco or you called or
you

Ms. CopLaN. I went there myself with my list and they gave me
their prices.

Mr. DEUTSCH. So the next time you purchase to fill prescriptions
you are going to fill them at Costco at this point? Is that your ex-
pectation?

Ms. CoPLAN. I am not clear on one point yet; I haven’t been able
to clear that up. Whether AARP discount would be good at Costco
like it is at Winn Dixie because I may be better off with some of
the drugs going to Winn Dixie or to other one of the pharmacies
that I am allowed to go to for the discount that I get with AARP
on some of the drugs. But, again, here is the Secretary. And how
much gasoline can I afford to buy at $2 a gallon?

Mr. DEUTSCH. Right. When you checked on the Internet in terms
of prices, were the Internet pharmacies offering prices that were
less than you had seen at Winn Dixie or Costco—not the walking
pharmacy you mentioned, not the counter drug pharmacy locally,
but the actual Internet pharmacies?

Ms. CopPLAN. There were some that seemed okay but it wasn’t
enough of—I didn’t get enough of an interest in doing it that way
and waiting the 2 weeks. I would rather go to Winn Dixie and have
my medication now, because you go to the doctor and they give you
a month’s supply. You have got to go back to the doctor and get
another month’s supply. So my overlap would not be there, I would
need the drugs on a continuous basis. So my thought was I will go
to Winn Dixie or I will go to Wal-Mart, wherever it is.

Mr. DEUTSCH. Mr. Sweed, you were mentioning—I saw you nod-
ding when I was asking the question about friends who are using
Internet pharmacies at this point?

Mr. SWEED. We have some friends that I am not sure whether
they are using the Internet or not but they are always waiting in
the mail for something to come. And, again, they have a problem
because in the mail they can’t control when it gets there; some-
times it is late or whatever. See, my situation is different than
theirs too, because in my case not every pharmacy will handle
HMOs, so there is a pharmacy in our area who is a very big dis-
count pharmacy but won’t touch an HMO. They said by the time
they get paid and what they allow them to make and all it is not
worth it to them, it is cost prohibitive. So I am at a little bit of a
disadvantage in that I don’t have much of a choice other than what
I have here.

Mr. DEUTSCH. So you had mentioned your prescription drug co-
pays now is about $250, $300 a month that you are paying?

Mr. SWEED. Right. This year with Vista is $250 a month is what
I am allowed. Now, I just started as of the 1st of the year so I don’t
know whether I have gone over yet or not. If I have, then they will
send me a bill. Again, like she said, I try to——

Mr. DEUTSCH. So you switched to Vista HMO. You left Avmed.
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Mr. SWEED. Right, because Avmed only wanted to give me $250
a quarter.

Mr. DEUuTSCH. Two-fifty a quarter. Okay.

Mr. SWEED. Right.

Mr. DEUTSCH. And the physicians that you go to were members
of both Avmed and Vista?

Mr. SWEED. Right. That is exactly why I stayed with Vista—went
with Vista, I am sorry.

Mr. DEUTSCH. Okay. So Vista, at this point, is $250 a month of
coverage.

Mr. SWEED. Right.

Mr. DEUTSCH. And you are only into, what, your second month
of Vista at this point?

Mr. SWEED. Yes, sir. As of the 1st of the year.

Mr. DEUTSCH. So you really don’t know——

Mr. SWEED. Right.

Mr. DEUTSCH. [continuing] this sort of black box thing, if you are
going to get a bill at the end of month or end of the quarter for
additional coverage.

Mr. SWEED. And the problem you run into, like Ms. Coplan said,
is side effects with things that help the arthritis. The arthritis is
the biggest problem. Okay? That is why I am in a chair, the legs
can’t handle anything.

Mr. DEUTSCH. Right.

Mr. SWEED. And Celebrex is one of the few things that really
works, but Celebrex can hurt your live, can hurt your kidneys. So,
therefore, I can’t take it all the time. I am taking over the counter,
we will say, not Exedrin, Tylenol or something like that. So you are
playing a game that way to try to kill the pain. I mean I have had
pain most of my life because I played football, this came early and
it has been getting progressively worse. I have lived in pain, that
doesn’t bother me, but as it gets worse it gets tougher. Like she
said, going to sleep at night, if I don’t take something, I don’t sleep.
I must take something that is going to put me under or relax my
system so much and help kill the pain.

Mr. DEUTSCH. Mr. Lipscomb, did you want to sort of elaborate
on anything?

Mr. LipscoMmB. I was going to say, Congressman Deutsch, that 2
years ago we went to the Florida legislature and got them to pass
legislation which would allow anybody on Medicare to buy prescrip-
tion drugs at 9 percent above the average wholesale cost. We have
never been able to put that program into operation because we
can’t establish what the average wholesale cost is. So when you are
asking the two witnesses about numbers in terms of drug costs, it
is a moving target, as I am sure both of them can tell you, because
they are going to the pharmacy 1 day and it cost one thing, and
then with no apparent reason it changes, and that is why it is very
difficult for Mr. Sweed to know where he is in terms of this, be-
cause the prices fluctuate up and down and nobody tells them what
is going on. So disclosure would even help in some cases so that
people know what they are dealing with in terms of HMOs or in
terms of insurance programs or what have you.

Mr. DEUTSCH. Mr. Sweed, if you can just elaborate just so I un-
derstand this. The $250, because, again, especially from Mr.
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Lipscomb’s follow-up, you literally have no idea where you are in
the month in terms of the

Mr. SWEED. I have no idea.

Mr. DEUTSCH. And there is no way to figure it out.

Mr. SWEED. All they do is when I get my prescription it comes
on there whether it was a $10, a $20

Mr. DEUTSCH. Just the deductible.

Mr. SWEED. [continuing] deductible, my co-pay. That is all I
know.

Mr. DEUTSCH. You don’t know the price.

Mr. SWEED. I have no idea.

Mr. DEUTSCH. If you ask them, would they tell you?

Mr. SWEED. I would guess if they knew; yes, possibly. It depends
on, again, whether it is the clerk or the pharmacist. They may
know.

Mr. LipscoMB. Many times the technician or the pharmacist will
say, “Until we run this through the computer and see which pro-
grams we are dealing with, we don’t have any idea what it cost.”

Mr. DEUTSCH. I mean the reality is it could not even be a large
discount. I mean it could be a way that they are just manipulating
that the $250 is really not $250.

Mr. LipscoMB. Exactly.

Mr. DEUTSCH. It could be $100, it could be—I mean it is just an
adjustment, it is just

Mr. LipscoMB. One of the things that AARP has tried to do with
our members, because our members are very responsible people, so
we suggested to them, as these two witnesses have said to you, to
ask your physician to prescribe generic drugs when it is possible,
because it costs Medicare less, it costs the health care system less.
Then we sat down and had a graduate student call pharmacies to
check on the cost of generic drugs. The difference between the aver-
age wholesale cost on some generics goes into the thousands of per-
cent markup, and it is just all over the map. And so even though
these folks are trying their best to do it as economically as
possible——

Mr. DEUTSCH. Yes. Let me just mention, I mean I am sitting
here thinking to myself these are two 67-year-olds. This is not—
the reality is this is not typical seniors. You are much more able
to do this than the 77-year-old, the 87-year-old, for that matter, the
97-year-old, because the reality is the 97-year-old who doesn’t have
someone to help them or the 87-year-old in south Florida is not
doing what either one of you did.

Mr. LipscomB. But even the——

Mr. DEUTSCH. No, but you know what I am saying? So I think
we are seeing in terms of—I mean we are seeing young Medicare
beneficiaries, very capable Medicare beneficiaries who are just to-
tally stymied. I mean the two of you—and, again, I am just saying
this from my perception—you are about as competent Medicare
beneficiaries, and he is shaking his head, and this is probably the
expert in Florida of seniors, so he knows what I am talking about,
that you two are about the epitome of well-informed, aggressive,
good consumers, and you are basically stymied. I mean so, you
know, the 87-year-old is not going on the Internet, most likely is
not going on the Internet and is not doing the kind of aggressive
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shopping and price comparison that you folks are doing. Go ahead,
I am sorry.

Ms. CoPLAN. May I ask you something? I happen to have brought
my Winn Dixie pharmacy slips with me, and with AARP, on one
drug, I saved $20.01; on the other drug I saved $1. It tells me that
the one I saved $1 on was $62.95, so add the dollar it was $63. But
the other one I paid $10.08 for, and I saved $20.01. Big gap, big
difference.

Mr. DEUTSCH. Thank you all very, very much, and I appreciate
it. I am sure we will do some follow-up as well. Thank you, Mr.
Chairman.

Mr. GREENWOOD. The Chair thanks the gentleman from Florida.
We have been joined by a colleague of ours from New York, Con-
gressman Eliot Engel, who I will tell you has an ulterior for coming
down to this hearing. His mother lives in Congressman Deustch’s
district, and he came down and got to visit his mother and do the
hearing, and lobby his mother to vote for Congressman Deutsch all
at the same time. The gentleman from New York is recognized for
10 minutes.

Mr. ENGEL. Thank you. I thank the chairman, and it is good to
be here, and I questioned my good friend, Congressman Deutsch,
when my mother told me she got the notice in the mail about this
hearing 1 serve on this committee, so I wanted to know why I
didn’t know anything about it. But we all—and I appreciate being
here with my two colleagues who I want to tell you have really
been at the forefront of fighting for affordable prescription drugs.
One of the things that we try—and I am not on the Oversight Sub-
committee of the Commerce Committee, but I am on the Health
Care Subcommittee, and we have, like everyone else, been grap-
pling with the whole issue of affordable drugs.

You know, when I was first elected to Congress 14, almost 15
years ago, and my mother has been a resident of south Florida for
25 years, I said to her, “What is the thing that we can do, and this
is back in 1988, most to help senior citizens?” And she said to me
back in 1988, I will never forget it, “To get us some help with pre-
scription drugs.” She is a Medicare—obviously a person on Medi-
care and tells me all these stories about seniors who cannot afford
to buy food and have medication and have to compromise, and that
is not something that should be.

Mr. Lipscomb, I am wondering if—because I am interested in
AARP’s position on some of these core issues. The whole quality of
care issues are created by the walk-in pharmacies that we have or
by ordering drugs on the Internet. They obviously can potentially
increase the risk for drug interactions. Tell me a little bit, and if
you have done it already, I apologize, what the AARP believes that
these practices do to Doctor/patient relationships or pharmacist/pa-
tient relationships. I mean one of the things that I think is dis-
graceful is that we in Washington haven’t really gotten hold of this
whole issue. There is something so terribly wrong when seniors
have to go to the Internet or have to find other ways of getting
drugs that they can afford, because the drugs that they are talking
about cannot afford. So I am just wondering if you could just en-
lighten us about AARP’s position because of the potentiality of drug
interactions.
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Mr. LipscoMB. Thank you, Congressman Engel. Clearly, we do
feel that it is detrimental to the doctor/patient relationship. You
heard Mr. Sweed and Ms. Coplan both describe how crucial it was
that their doctor have an understanding of the interaction of the
particular pharmaceuticals that they were taking. And in Ms.
Coplan’s case, she said she felt like she would be at risk if they
prescribe the wrong drugs. So if she is going to a computer to get
her drugs, then that piece is going to be missing. So we are—we
seriously caution our members in terms of taking that kind of ac-
tion.

On the other hand, I think we have to remember what causes
the problem. They cannot afford to buy the prescription drugs that
they are being given by the physicians or their health care people,
and so they are forced into taking this particular action.

What is the answer? Again, I feel like the answer is an afford-
able, accessible prescription drugs program under Medicare which
would help both of these witnesses that we have heard from this
morning.

Mr. ENGEL. Would any of the other witnesses—Ms. Coplan,
would you like to comment on that at all?

Ms. CoPLAN. Definitely there is a need. I feel that, and I know
all my friends that are still with us feel it also. I do have this
AARP, and with AARP I have to send away for the drugs, and then
they tack on a shipping charge. So if you start to add up and figure
out, I can’t use my AARP pharmacy, I have to go elsewhere. I
would like to put that into a question for you as to how we could
change that, because it becomes more expensive again. And you
could control the drugs.

Mr. LipscoMB. In that particular instance, I want to make clear
for the record she is not sending outside the United States to get
the drug. That is done in here, in the U.S., and we do centralized
buying to run the price down. Ideally, it would seem to us that a
program like Medicare that bought for 35 million people would be
able to leverage more economy in terms of drug prices than AARP
even would, so maybe that is something that we could look at in
terms of programs.

Mr. ENGEL. Another thing that I get from seniors in my district,
I also hear it from my mother here in south Florida is the disparity
when you go to different pharmacies. I mean how much different?
You would think it would all be within a few dollars, but you can
pay as much as $10 or $15 or even $20 more from one pharmacy
to the next. Ms. Coplan?

Ms. COPLAN. Yes, sir. The other day there was a program on tele-
vision—I watch rarely but I watch this one—and if you go into a
poor neighborhood, the drug prices go down. If you are in a more
affluent neighborhood, the prices go up. There is no conformity
there either.

Mr. GREENWOOD. If the gentleman would yield for a moment.
And that is the global phenomena as well.

Ms. COPLAN. Yes.

Mr. GREENWOOD. In other words, the reason that drugs are less
expensive in Mexico is because they are priced based on what the
market will bear. And that is obviously different than it is in
southern Florida. And then of course the difference in Canada, this
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phenomena in Canada, is different entirely, because there the gov-
ernment controls the prices, and that is why you have this dis-
parity. And I yield back to the gentleman and thank him for yield-
ing to me.

Mr. ENGEL. No. I thank the chairman. What about if we on a
Federal level are not—this is for Mr. Lipscomb—are not doing what
people think we should be doing, what can the States do? Can the
State attempt to certify that these walk-in entities are complying
with certain standards? What do you think the State can be doing
or the FDA, for that matter, to prevent consumers from being sold
dangerous drugs or by just being ripped off by unscrupulous peo-
ple?

Mr. LipscoMB. Thank you, Mr. Engel. I contacted Washington a
couple weeks back inquiring about whose responsibility it was to
assure the quality of the drugs, for instance, coming in from Can-
ada. And, essentially, the answer I got was that they thought it
was probably a State responsibility. And I pointed out that the last
time I checked Florida did not have any offices either in New York
State or Minnesota or any of the—going all the way across to
Washington State.

Mr. ENGEL. Yes. I was going to say, not to cut you off, but it is
obviously different. My home State of New York obviously has a
border with Canada——

Mr. LipscoMB. Right.

Mr. ENGEL. [continuing] and there are a lot of drugs coming
down through that border. But, obviously, Florida would be a dif-
ferent situation.

Mr. LipscoMB. Governor Patacki I am sure would probably has-
ten to clarify that he doesn’t have any agents checking the quality
of those drugs either. I mean I think that in the U.S. we rely on
the Food and Drug Administration in these kinds of instances, and
if they can’t do it, then I guess my expectation would be that they
would be coming to you gentlemen and saying, “We need legislation
in order to protect the public.” I haven’t seen that taking place yet.

Mr. ENGEL. Well, how would we know that the drugs are even
coming in from Canada? How do we know that they are not from
China or some other place? I mean I think that seniors probably
psychologically have some confidence in Canada, but when you are
talking about drugs coming from the other side of the world, I
think there is less confidence there. How do we even know the
drugs are coming in from Canada?

Mr. LipscoMmB. Well, I think that these two witnesses could prob-
ably answer that, because they are facing making those kind of de-
cisions on a daily basis. But I think that Congressman Deutsch
said a while ago, people get desperate. They have to do something,
and so therefore they take chances that you and I might not take
when we are not faced with those same kinds of decisions.

Mr. ENGEL. Well, unless anyone has any other comments, I will
go back. I want to just thank my colleagues for their leadership in
this role and hope that we can all put our heads together and sort
it out in Washington.

Mr. GREENWOOD. The Chair thanks the gentleman. Ms. Coplan,
you look like you want to show something.
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Ms. COPLAN. I am sorry. Someone just handed me a paper. It
say(si, “Cheap Drug Myths.” Would you like to read it. I haven’t
read it.

Mr. GREENWOOD. Well, what we will do is we will

Ms. COPLAN. Somebody just handed it to me.

Mr. GREENWOOD. [continuing] without objection, we will make it
a part of the official record, and we will have one of our clerks col-
lect that from you.

Ms. CopPLAN. Okay.

[The information referred to follows:]

THE CHEAP DRUGS MYTH

CANADA IS OFFERED UP AS PROOF THAT PRICE CONTROLS WOULD DRAMATICALLY CUT
THE COST OF MEDICINE. THE PROOF HAS SOME HOLES.

By Ira Carnahan

In Canada a Three-month prescription for Merck’s cholesterol reducer Zocor goes
for $172. In the U.S., patients who pay retail fork over $328 for the same pills. The
media are full of such shocking comparisons aimed at demonstrating that Cana-
dians, thanks to price controls, pay far less for medicine than do Americans. Just
one problem: It isn’t so. While some high-profile brand name drugs are much cheap-
er in Canada, other lesser-known drugs and generics are not. In fact, 21 of 27 top-
selling generics cost more in Canada than in the US., reports a study of lowest
available prices by Palmer D’Angelo Consulting, an Ottawa firm that works for
branded drugmakers. For all 27 combined, the average Canadian premium is 37%.
Why? Just two companies dominate the Canadian generics market, says study co-
author Neil Palmer.

That lack of competition is, ironically, partly a side effect of Canadian drug-price
controls. Generic makers find countries with controls on patented drugs less attrac-
tive. So fewer jump in when a branded drug goes off patent. The end result: In the
U.S., generic drugs cost an average of 74% less than equivalent brand name drugs;
in Canada, generics average just 38% less.

Canada’s rules can also discourage branded drugmakers from discounting older
drugs to compete. John R. Graham of the Fraser Institute in Vancouver explains
why: Canada’s Patented Medicine Prices Review Board typically sets the maximum
price for a new drug by comparing it with similar drugs already on the market. So
if companies lowered prices on old drugs, that could cut into profits on new ones,
too.

How did the myth of cheap Canadian drugs gain such wide acceptance? It began
with a 1992 study by Congress’ General Accounting Office and was reinforced by
a 1998 report from the Democratic staff of the House Committee on Government
Reform. Both studies were flawed. They compared only top-selling brand-name
drugs, ignoring lower-priced generics that now make up half of US. prescriptions.
Furthermore, prices in the studies weren’t properly weighted to reflect market share
or volume discounts, argues Wharton School health economist Patricia Danzon. Cor-
recting for such flaws, Danzon and Li-Wei Chao, also of Wharton, found that if
Americans had paid Canadian prices for the drugs they bought in 1992, they would
have saved, at most, 13%.

Yes, the Wharton economists have received research funding from the drug indus-
try, and yes, the price break Canadians enjoy is has likely widened since 1992. But
it’s doubtful that Canada’s price controls on patented drugs, as opposed to econom-
ics, are the main cause of lower prices there.

The truth is, notes the Fraser Institute’s Graham, all kinds of goods cost more
in the U.S. than Canada. A turbo Chrysler PT Cruiser retails for $23,100 in the
U.S. and the equivalent of $17,800 up north. Yet there’s no Canadian Retro Car
Prices Review Board. Even bigger price differences are common for goods with high
fixed costs but lower variable costs, everything from music CDs to online service.
Prices are lower in Canada because incomes there are a fifth smaller and the Cana-
dian dollar is weaker. Producers logically try to recoup most of their high fixed costs
from wealthier consumers and charge those who can’t pay as much a price closer
to marginal cost.

There’s another reason for lower drug prices in Canada: lower liability costs. In
Canada, judges—not juries—typically set damages, and awards for pain and suf-
fering are capped at $185,000 U.S. Such differences account for a third to a half
of the gap, a 1997 study in the Journal of Law and Economics concluded. Yet the
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politicians and do-gooders who complain most about U.S. drug prices are often the
least likely to favor reining in legal costs.

Mr. GREENWOOD. Mr. Deutsch’s staff spent some time yesterday
at the Miami Airport looking at pharmaceutical products coming
in, and it is a—and I have done this, Mr. Deutsch and I have done
this at Dulles Airport in Washington. It bends the mind when you
see the volume of drugs that come into this country through the
airports from all over the world, and we see illegal substances, we
see counterfeit substances, we see boxes of pills just loose. It is
phenomenal and it is scary because we certainly know a couple of
things. We know that in places like India and Thailand and China
and elsewhere, the ability to create counterfeits that you cannot
distinguish the container, the label, the pill itself are indistinguish-
able from the real product without any guarantee that what is in
that pill is something other than chalk, for that matter. So it is a—
there is a corruption out there that is being fed by this—being
fueled by this huge unsolved problem that we have in the United
States.

And so it will be our objective to—I think probably the most sig-
nificant thing that we can do is provide the prescription drug ben-
efit, make it a realistic one that the taxpayers can afford but make
it one that really goes a long way to meeting the unmet needs. The
problem with the FDA, as you referred to, is that they are just
overwhelmed. I mean the FDA and the Customs people are so over-
whelmed by the volume here, that it would be almost a shame to
take resources that we should be using to provide prescription
drugs and using them to try to stem this illegal tide. You had
something else you wanted to say, Ms. Coplan?

Ms. CopPLAN. No.

Mr. GREENwWOOD. Okay. Well, in that case, I am going to thank
the witnesses for coming. I would suggest that, Ms. Coplan and Mr.
Sweed, if you want to, if you are able to, I think in the third panel
we are going to have a witness who has taken a look at your spe-
cific prescriptions that you are needing now and your specific in-
come situation and has done some calculations and looked at some
of the programs to see how that would apply to you and hopeful
that that will be helpful. So we are going to take about a less than
1 minute break now while we swap over panels.

Mr. SWEED. Thanks, Mr. Chairman.

Mr. LipscoMB. Thank you very much.

Mr. GREENWOOD. And thank you for being with us.

[Brief recess.]

Mr. GREENWOOD. Okay. We welcome our second panel. We are
pleased to have with us Mr. John Taylor who is the Associate Com-
missioner of Regulatory Affairs at FDA, and we have Mr. John
Taylor also who is a drug inspector with the Florida Department
of Health, Bureau of Statewide Pharmaceutical Services. We thank
both of you gentlemen for being with us.

You probably heard me say to the first panel that this is an in-
vestigative hearing, and it is our custom and practice to take testi-
mony under oath. Do either of you have any objections to giving
your testimony under oath? Okay. Then I should also advise you
that pursuant to the rules of this committee and to the House of
Representatives that you are entitled to be represented by counsel.
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Do either of you wish to be represented by counsel? Okay. In that
case, if you would stand and raise your right hands.

[Witnesses sworn.]

Mr. GREENWOOD. Okay. We thank you. You are under oath, and,
Mr. Taylor of the FDA, we will begin with you, and if you would
summarize your testimony in about 5 minutes, we won’t be strict
with that, we would appreciate it. Thank you.

TESTIMONY OF JOHN M. TAYLOR, ASSOCIATE COMMISSIONER
OF REGULATORY AFFAIRS, FOOD AND DRUG ADMINISTRA-
TION; AND JOHN D. TAYLOR, DRUG INSPECTOR, FLORIDA
DEPARTMENT OF HEALTH, BUREAU OF STATEWIDE PHAR-
MACEUTICAL SERVICES

Mr. JoHN M. TAYLOR. Thank you very much. Thank you, Mr.
Chairman, Congressman Deutsch, Congressman Engel. I am John
M. Taylor, Associate——

Mr. GREENWOOD. Can you folks in the back of the room hear
him? Okay. Just pull that microphone up nice and close. I think
it is on, you just need to pull it up.

Mr. JOoHN M. TAYLOR. Is that better?

Mr. GREENWOOD. Yes. It is very directional.

Mr. JOoHN M. TAYLOR. Thank you. I am John M. Taylor, Associate
Commissioner for Regulatory Affairs at the United States Food and
Drug Administration. I appreciate the opportunity to discuss our
mutual concerns related to the importation of drugs into the
United States. This discussion will focus on the importation by in-
dividuals of prescription drugs through the mail or in person with
a specific focus on the purchase of drugs from foreign sources over
the Internet.

Under the Federal Food, Drug, and Cosmetic Act, unapproved,
misbranded and adulterated drugs cannot be imported into the
United States. This includes foreign versions of United States-ap-
proved medications, as well as drugs that are made in the United
States, exported to other countries and then subsequently re-
imported int the United States. For public health reasons, the FDA
remains concerned about the importation of prescription drugs into
the United States. In our experience, many drugs obtained from
foreign sources that either purport to be or appear to be the same
as U.S.-approved prescription drugs are, in fact, of unknown qual-
ity.

The use of the Internet by our Nation’s citizens has opened up
vast new opportunities for the exchange of information. The Inter-
net permits an increasing number of individuals to obtain a pleth-
ora of medical information. It also allows consumers to purchase
drugs anonymously and for consumers who live in remote areas or
have limited mobility, the Internet facilitates the purchase of prod-
ucts with relative ease. In some cases, the Internet also allows con-
sumers to purchase drugs at cheaper prices. The fact that the
Internet allows consumers to purchase drugs at cheaper prices is
a trap to many consumers, including millions of seniors that are
faced with steadily rising health care and prescription medication
costs.

Accordingly, consumers, including America’s seniors, are buying
more and more of their prescription medications online rather than
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from their local pharmacies. However, as beneficial as this tech-
nology can be, it also creates a new marketplace for activity that
is already illegal. Furthermore, because the Internet is a worldwide
communications system, U.S. citizens are now susceptible to illegal
conduct from sources outside the United States as well as domesti-
cally. Therefore, FDA cannot assure the American public that the
drugs imported from foreign countries are the same as products ap-
proved by the Food and Drug Administration.

FDA has long taken the position that consumers are exposed to
a number of risks when they purchase drugs from Internet sites
that dispense foreign drugs or are not operated by pharmacies li-
censed and operated under State pharmacy law. These outlets may
dispense expired, some potent, contaminated or counterfeit prod-
ucts. It could dispense the wrong or a contraindicated product, an
incorrect dose or medication unaccompanied by adequate directions
for use. In addition, FDA cannot provide consumers with any as-
surance that these products are manufactured under current good
manufacturing standards or stored properly. Taking such unsafe or
inappropriate medications puts consumers at a risk for dangerous
drug interactions and other serious health consequences.

Another potential problem involves Internet sites that provide
prescription drugs without a prescription or by having consumers
fill out a questionnaire rather than seeing a doctor, a point that I
think was underscored by the members of the first panel. A ques-
tionnaire generally does not provide sufficient information for a
health care professional to determine if that drug is appropriate or
safe to use, if another treatment is more appropriate or if the con-
sumer has an underlying medical condition where using that drug
may be harmful. Over the last 12 to 18 months, there has been a
dramatic increase in the number of foreign web sites.

In addition, there has been a proliferation of storefront Internet
prescription drug operations. These small stores, often located in
busy strip malls, advertise that they can obtain cheaper drugs from
Canada. Some Canadian web sites report to offer U.S.-approved
drugs. However, it is highly unlikely that the drugs are in fact ap-
proved by FDA. Some web sites are actually ordering services that
take orders from consumers that are then fulfilled by supposed Ca-
nadian pharmacies. Storefront pharmacies require a prescription
from a doctor in the U.S. and then the prescription is sent to a Ca-
nadian pharmacy. In either case, American consumers cannot be
certain that the drugs they receive are Canadian or United States
approved, and, furthermore, under State law, these ordering serv-
ices are likely participating in the practice of pharmacy without a
license to do so.

A number of these web sites and storefront operations claim that
drug sales from Canadian pharmacies to U.S. consumers for their
personal use are legal. This is not true. The current personal im-
portation policy permits the exercise of enforcement discretion to
allow the entry of an unapproved prescription drug only if the
product meets certain requirements. However, this does not mean
that the importation of drugs for personal use is legal. Due to the
huge volume of drug parcels entering the United States through
the international mail and courier services, the requirements for
notice and hearing and our limited resources, it is difficult for FDA
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to detain and refuse mail imports for personal use. As a con-
sequence, tens of thousands of parcels that FDA does not review
are eventually released by Customs and sent on to their address-
ees, even though the products contained in these parcels may vio-
late the act and impose a health risk to consumers. We do not be-
lieve this is an acceptable public health outcome.

FDA is taking a number of steps to address the potential safety
concerns of illegally imported prescription medicines so that the
public health of U.S. citizens is protected. These include educating
the public to the possible safety issues of drugs purchased from for-
eign countries, working in conjunction with our Canadian govern-
ment counterparts to address the issue of the flood of prescription
medicines coming into the U.S. from their country and referring
U.S. web sites to the Canadian government for investigation, in-
creasing our enforcement and policing of rogue Internet sites and
partnering with the individual U.S. States, including the State of
Florida, to develop enforcement strategies, share cases and discuss
important policy issues.

Moreover, we are reevaluating, refining and improving the pro-
grams and procedures that we are using to ensure the availability
of safe and effective drugs to U.S. consumers. In addition, we are
supportive of the National Association of Board of Pharmacy’s
Verified Internet Pharmacy Site Program and the State of Florida’s
efforts to publish a revised proposed rule that holds pharmacists
accountable for ensuring that prescriptions that they receive have
been written only after a patient evaluation, includi